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SUBJECT: US-UK CIVIL AIR SERVICES NEGOTIATIONS: STATUS 
REPORT 

1 . ALTHOUGH A NUMBER OF IMPORTANT ISSUES REMAIN UN- 
RESOLVED, UK DELEGATION TODAY SHOWED FIRST SIGNS IT MAY 
BE PREPARED TO MOVE SIGNIFICANTLY TOWARD OUR POSITION. 

1 AM CONTINUING TO PRESS FORWARD ON ALL MAIN ISSUES 
OVER THE WEEKEND SO THAT I CAN GIVE THE PRESIDENT 
FULL ASSESSMENT MONDAY AFTERNOON. AT THIS POINT, IT IS 
NOT POSSIBLE TO PREDICT WHETHER AN AGREEMENT CAN BE 
REACHED ON THE MAIN ISSUES BY JUNE 21, BUT I WOULD LEAN 
SLIGHTLY TOWARD BELIEVING THAT AN AGREEMENT IS POSSIBLE. 
PREPARATIONS FOR CESSATION OF AIR SERVICES MUST CONTINUE 
TO CONVINCE BRITISH OF OUR SERIOUSNESS OF PURPOSE. 

FOLLOWING IS STATUS AS OF SATURDAY EVENING LONDON TIME. 
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2. CAPACITY. 

A. ON THIS CRITICAL QUESTION, THERE IS A GOOD 
CHANCE THAT UK WILL ACCEPT A SIMPLE ARRANGEMENT TO DEAL 
WITH EXCESS CAPACITY ON NORTH ATLANTIC PASSENGER 
SERVICES, WHICH UK CANNOT USE ROUTINELY FOR MARKET SHARE 
PURPOSES. (CAPACITY MECHANISM WOULD NOT APPLY TO CARGO 
SERVICES OR OTHER ROUTE AREAS.) 
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B. IN VIEW OF RECENT UK DISCUSSION, MUCH OF THE 
PREAMBLE TO THE CHARTER MECHANISM ANNEX (I.E., LANGUAGE 
WE DEVELOPED TO EMPHASIZE THAT THE PROCEDURES SHOULD BE 
USED ONLY IN EXCEPTIONAL CASES AND THAT PRINCIPLES OF 
COMPETITION AND AIRLINE INITIATIVE MUST BE MAINTAINED) 

IS NO LONGER NECESSARY, AND CAN BE ABBREVIATED. UK 
OBJECTS STRONGLY TO SUBSCRIBING TO PHILOSOPHICAL 
STATEMENTS IN THE PREAMBLE THAT THEY DO NOT SHARE, BUT 
WILL ACCEPT THE CONCEPT THAT CAPACITY PROCEDURES ARE TO 
BE USED ONLY IN EXCEPTIONAL CASES OF CLEAR EXCESS 
CAPACITY. 

C. BRIEFLY, THE CAPACITY MECHANISM PROVIDES FOR PRESCREENING 
BY AN AIRLINE'S OWN GOVERNMENT OF FREQUENCY 
INCREASES, WITH INTERGOVERNMENTAL CONSULTATIONS IF 
NECESSARY. IN CASE OF DISAGREED CONSULTATIONS, EACH 
AIRLINE WOULD BE ENTITLED TO INCREASE FREQUENCIES TO 
SOME LEVEL, INDIVIDUALLY DETERMINED FOR IT. 

D. IF UK FINALLY ACCEPTS OUR LATEST APPROACH, 

THERE WILL BE NO MENTION OF SEAT FACTORS AND NO PENALTY 
PROVISIONS IF AIRLINES FAIL TO ACHIEVE PREDICTED 
RESULTS. 

3. ROUTES 

A. IN THE PACIFIC, WE HAVE AGREEMENT ON THE 
UK ROUTE TO THE WEST COAST WITHOUT THE FULL MIRROR 
RECIPROCITY THE UK ORIGINALLY WANTED, BUT THE BRITISH 
ARE STILL HOLDING OUT ON OUR RIGHTS TO CARRY TRAFFIC 
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BETWEEN HONG KONG AND SOME THIRD COUNTRIES. I BELIEVE 
THE BRITISH WILL EVENTUALLY GRANT THE RIGHTS WE NEED. 

B. FURTHER DISCUSSION IS REQUIRED ON ATLANTIC 
ROUTES WHERE THE REMAINING ISSUES ARE (I) UK ACCESS TO 
SEATTLE; (II) RESTRICTIONS AT NEW DELHI AND TEHRAN ON 
PANAM'S ROUND-THE-WORLD ROUTE; (III) OUR RIGHTS TO 
CARRY TRAFFIC BEYOND LONDON TO GERMANY AND SAUDI 
ARABIA; (IV) OUR RIGHT TO COMBINE TRAFFIC FLOWS ON 
AIRCRAFT FLYING BEYOND LONDON; AND (V) A FEW 
OPERATIONAL FOOTNOTES. SAUDI ARABIA RIGHTS AND POINT 
(IV) ABOVE WILL BE THE MOST DIFFICULT PILLS FOR UK TO 
SWALLOW. WE INTEND TO HOLD OUT FOR THE THINGS WE REALLY 
NEED (INCLUDING POINT (IV). A FEW CONCESSIONS ON OUR 
PART WILL BE NECESSARY BECAUSE, IN THE LAST ANALYSIS, 

WE CANNOT FORCE THE BRITISH TO GIVE US MORE THAN THEY 
ARE GETTING. 

4. DESIGNATION. UK HAS SO FAR FORMALLY WITHHELD 
AGREEMENT ALLOWING TWO US AIRLINES TO OPERATE LOS 
ANGELES-LONDON. (IT HAS AGREED TO TWO AT NEW YORK.) I 
BELIEVE THEY WILL COME AROUND, BUT POSSIBLY ONLY FOR 
SOME OTHER CONCESSION ON OUR PART. 
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5. CHARTER LINKAGE. UK RECOGNIZES IMPORTANCE TO US OF 
A LINKAGE OF CHARTER AND SCHEDULED SERVICES ADEQUATE TO 
PROVIDE FOR NEGOTIATION OF A CHARTER SERVICES AGREEMENT 
WITHIN ONE OR TWO YEARS, BUT RESISTS ACCEPTING PROVISIONS 
GIVING US SUFFICIENT LEVERAGE TO ASSURE SUCH AN 
AGREEMENT. 

BREWSTER 
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